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The most significant trend during August, from 
REAL ESTATE ACTIVITY the standpoint of the real estate operator, has 

been the further shrinkage in the supply of 
mortgage funds. Tight money has been getting tighter, and interest rates have 
been rising. The Federal Reserve Board, in an attempt to stop the inflationary 
trends which have again been evident, has continued its pressure on the banks to 
limit their indiscriminate lending. The 9l-day Treasury bill rate has risen 
again until at 2. 82 it is now the highest it has been in 23 years. The liberalization 
of FHA and VA down payment requirements will not be nearly so effective as 
it would be were there a plentiful supply of money available at the FHA and VA 
interest terms. The liberalization of the policies of the Federal National Mort- 
gage Association will undoubtedly help to some extent in the amelioration of the 
mortgage situation in extreme cases, as Fanny Mae will undoubtedly acquire many 
mortgages in the next few months. 


Most of the indexes we chart on the real estate segment of our economy are 
showing the effect of tight money. Real estate activity is running 8.2% above our 
long-term computed normal, but the general trend in 1956 has been downward, 
and we will be rather surprised if the fall and winter will bring much recovery 
from the present level in the number of voluntary sales of real estate. 


Real estate activity has been quite spotty and has been much better in some 
sections of the United States than in others. The West Coast, with the exception 
of Portland, Oregon, and San Diego, California, did not do too well in relation- 
ship to a year ago. The Southwest, the Southeast, and the Mountain States were 
down. * 


Real estate mortgage activity hs showna 
MORTGAGE ACTIVITY steady decline since January 1955, when it 
reached the highest point that had been reached 
since 1946. The last 2 months were the lowest which have been reached since 
1952, and we think it probable that there will be no great recovery during the 
remainder of the year. Mortgage activity is also spotty, and as a general thing 


*See August 1956 Real Estate Analyst for charts and tables on regions and cities 





nities in which real estate activity has been high are the ones in which 
ctivity has been good, or probably we should revise this and say that 
which mortgages were being made more frequently were the areas 
Oluntary transfers were higher than they were in others. Many a deal 


ent past has failed to materialize because of financing difficulties 


The chart on real estate sales at the bottom of 

TATE SALES this page shows that there was a slight decline 

in our trend line in comparison with both the 

month and the corresponding month.of a year ago. The unadjusted 

jur sales price index dropped to 119, which brings it to the lowest 

ibout 16 months. The adjusted trend line shows a continuation of the 
ps which have been occurring during the period from last October 


d that this drop in selling prices applied to practically all types of 
family residences. However, the newer, more modern type of build- 


irticularly of the one-story variety, shows the smallest drop in price, with 
est drop occurring in the older, more obsolete two-story buildings. 
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Residential rents have continuedtheir slow 
climb, inching up during the past 2 years ata 
slower rate than they climbed during the last 4 
We think it highly probable that this line will continue 


The charts below show the results of our counts 
‘TIAL VACANCY of the number ofadvertisements showing 
places for rent in 38 metropolitan areas of the 
tates The blue line on the chart shows the number of “For rent? ads, 
ear, since 1940. The red line shows the number of * Wanted to rent” 


the same period 


juld be kept in mind in studying these charts that the metropolitan areas 
ive approximately 60% more population than they had in 1940. From 
ipoint the number of advertisements running today is not excessive in 
with the number running in 1940, before the housing shortage de- 
will be noticed that the number of ‘ For rent” ads has been dropping 

ear, and this has been confirmed by an increase in the “Wanted 
is would seem to indicate that the housing shortage, after shrink- 
imber of years, is apparently becoming slightly more acute again 


st 
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the left is based on the number of advertisements; the chart on 


don the same computations, but uses the period 1940-54 as 100 


UPPLY OF AND DEMAND FOR RENTAL HOUSING 
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Trhenumber of marriages in the United States 

increased slightly last year, which is the first 

increase we have had in 5 years and, with only 

first increase in 8 years. If business conditions continue good, 
irriages will increase still further, as we have now passed the 
ber of persons reaching marriageable age each year. The 
boom, however, will not occur until after 1965 unless a war 
the meantime. Should economic conditions deteriorate, the 





lages will drop, as we are still in too nearly a balanced position 


persons reaching marriageable age 


the “As 1 See It” Bulletin for this month, an increase in 

irriages will probably initially increase demand in the rental 

than it will in the sales market, as the average age of buyers 

35 years at the present time A large percentage of the mar 

are at considerably younger ages, with the probability that 
ouples will live in rented units for a while 


New construction in the private residential field 

has continued to drop until, at the present time, 

on an annual basis, we are building 1,070,000 

iis is a decline from the 1, 458,000 units we were building in 
h was the peak of the last few years. Our forecast at the 





was that we would drop from the approximately 1, 300, 000 
1,200,000 this year. It looks very much as if our forecast, 

ve Housing and Home Finance forecast at the time it was made, 

h, as there is no indication that the drop in the annual rate 

fhe rather tight money situation, with the increase in construction 
fact that the housing shortage is no longer so acute as it was, seem 
icipal causes of the decline. The situation is quite spotty, andaga 
ilding has occurred in the greatest quantity in rapidly growing com- 
h were building at a high rate. From the long-pull viewpoint, how- 
in these communities is not as serious as it would be in slower 
mmunities. A drop in the volume of new building for a short time will 
supply and demand, and should absorb the surplus which has been 


porarily 


The tables on the opposite page show construc- 

tion costs on four of our typical buildings In 

each case our construction cost has advanced 

month, and is now ata newhigh. The cost of our six-room 

July advanced by $387, which is the largest increase in any 1 
(cont. on page 388) 
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INCREASES IN BUILDING COSTS SINCE 1939 


ST. LOUIS 
August 1956 


SIX-ROOM BRICK HOUSE 
FRAME INTERIOR)* 
Content: 23, 100 cubic feet 
1,520 square feet 

Cost 1939: $ 6,400 

(27. 7¢ per cubic foot; $ 4.21 per square foot) 
Cost today: $18, 059 

78.2¢ per cubic foot; $11. 88 per square foot) 
INCREASE OVER 1939 «= 182. 2% 


FIVE-ROOM BRICK VENEER HOUSE* 
Content: 24,910 cubic feet 
1, 165 square feet 

Coast 1939: $ 5.440 

(21. 8¢ per cubic foot; $ 4.67 per square foot) 
Coat today: $15, 946 

(64.0¢ per cubic foot; $13.69 per square foot) 
INCREASE OVER 1939 « 193. 1% 


SIX-ROOM FRAME HOUSE * 

Content: 24, 268 cubic feet 

1,650 square feet 

Cost 1939: $ 5,671 

(23.4¢ per cubic foot; § 3.44 per square foot) 
Cost today: $17, 706 

72.9¢ per cubic foot; $10.73 per square foot) 
INCREASE OVER 1939 = 212. 2% 








6-ROOM CALIFORNIA BUNGALOW NO BASEMEN' 
Content 12, 119 cubic feet 
992 aquare feet 
oat 1939 $3, 392 


ry it if ! 28. O¢ per cubk foot $3.42 per square foot) 
ost today $10 015 
62.6¢ per cubic foot; $10.09 per square foot) 
INCREASE OVER 1939 195. 24 


"Costs include full basement 


387 











(cont. ir 
month in more than 8 years Most of 
rates which became effective on July 1 
showing some weakness, due to the drop i 
tight in the early part of the year, is now 
cutting at the mills at the present time 


high, has been progressively weakening as 


prices are showing some softening, due t 
which is temporarily oversupplying the m: 
ever, has been increasing so steadily ove! 
capacity will prove temporary. We anticipate 


the period ahead in the supply of steel and cement 


programs during the next few years will tax 


cement during the period in which new capacity 


cement is produced in many parts of the United 
to be localized in those areas where demand 
immediate increase in capacity 


ges in labor 
materials are 
nh was quite 
some price 
ago was quite 
und. Plywood 


ase in capacity 


plywood, how- 
nat the excess 
some areas in 
road-building 

capacity on 


at 


tence. Since 


hortages are apt 


rresponding 








